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W1th theIe 1Ditia1 Comments and without waivina. prejudicin& or otherwiJe atf«:6.

my appeal or other recourse. the SBe LEes provides input on m.e.3 md 4 platform iaues.

me,],,: In light ofthe premise oftbis proceeding, there is no basis:tbr the taative

CODCIuIion that remote switches are moreCOIt~ than hosts or stand-elona. One cannot

cak;uIate with any accuracy a relationship ofhost·to--remote switches from the "Location

Listing" in the 1996 depreciation filings, and cannot uae this limited IOUI'ce to derive COlt IDd

efticimcy usumptions. Moreover, the decision to use a remote involves a IIUlDber ofYIriabIes

P.03/17

that are speicific to the fiIctuaJ. particulars being evaluated and weighed. Each ofthcac VIriIbIcs

are depeDdmt upon the adU8l netwolt deployed by the inaDnbent LEe making the deciaioD. and

not a hypothetical, Itytized network. AccordinalY. drawing a conclusion from those &duIlly.

thia proceeding, But even with a hypothetical netwo~ thole variables are too COIIIpIs IUd too

location-apecifi to be reduced to an algorithm. The models teDd to ovenimptiiy, aDd do DOt

assess the irnplCtl ofcustomer demand, growth, intero:ftice impIkations. capacity re8trictioDs,

and and maintenance and upgrade: costs.

m.e,] ,4: AU port costs should be assigned to universal service, and usap C"DItS tbould

be auigncd based on the percentage oflocal usage to total usage hued upon actual usaae and

not model prectictiona. SWBT's typica110cal usage 1'UIpI.from 700./0 to SOO./o oftbe total uuge.

The Commission has correctly rejected the uawnptiou used by BCPM aDd BIdield

• The abbreviations used in this Summary are u defined in the main text.

Iaidal eeaa.tJ«NewdaBell"Pacifi.c Bell.
_ ~nBell Te1ephoDe Company

cc Docket NOI. 96-45 IIId 97·160
Aupst 8, 1997
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tepr<IiDg the percerUge ofswitch investment usociated with a port.~ port COIItI VI1Y

signi6cautly depending upon switch type and manufacturer, as well u number ofJinel served.

Gival the likely WIC ofa mW1geograpbic area than study area tor dda'lDiniDa COlt, it is

unreatoDIble to IIItID1e a broad avenge for determiDing port COltS. AccordiDgly, iDfonDIdion

Commission should not UDdertakc a study on switching co. but should use either data dsived

ftom the SCIS or aemal LEe switching investment.

P.04/17

m,c'4: Interoffice tnmking. sipa1ina, and local taDdem~ should be iDdIlded

in UDivenalI«\'ice COlts, However. theHatfieldModel's methodoloaY and iDpuu raiIe terious

CODOerDS as actual traDIport costs are substantially underestimated. AIthouah the 'RatftekI Model

calc:uIatea transpOrt costs hued upon castingswitd11~ it thea reduces the """*'of

tandem switches without increuins transport costs. Moreover. by failing to allow for a taDclem

in each LATA, the Hatfield Model ignores legal and regulatory l'equirenleDta and timitatiODl,

making it _ac unreasonable.

JDitiII <:ww'" eiNevldaBeal.PICificBell.
IDd Southw remBeJl TeIepbooo CQalpmy -ii-

cc DocketNos. 96-45 IIId 97-160
AuguIt 8) 1997
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BefhRthe
FEDERAL COMMUNICATIONS COMMISSION

WashiDgton, D.C. ZOSS4

P.05/17

In the Matter of

Forward--LookiDs Mecbanism
for Bi&h Colt SUpport for
Non-lWnl LEes

)
)
)
)
)
)
)
)

CC DocbIt No. 96-45

CCDocbtNo.97-160

INITIAL COMMENTS OF NEVADA BELl" PACIIIC BELL, AND
SOUTHWESTERNBELL1'ELEPBONE COMPANY

Nevada Bell, Pacific Bell, and Southwestern Bell Telephone Company (collectively,

"SBC LECa'') provide tbeIe Initial Comments in response to the Commission's Further Notice of

Pm.poMd Womalc:ina ("FNPRM"), FCC 97-256, re1eued July 18, 1997, which is aimed at

acatiDs a coat proxy modd that will be uaed to size and diIuibu1e IUppOrt ftom a fec:Ia'al mp..

cost UDi:vasal service ftmd for non-NrI11oca1 exehaDae carrien ("LBCs").

The SBC LEes eontiDue to believe that the use ofactual COltS is meDdlted by Section

2S4 and is otherwise reasonable. By f1liDg these~ DODO ofthe SBC LEes or any

affiliate waives, prejudices, or otherwise adversely affects any appeal or other recoune &om any

Commission or State proceedina or action, including the RJmort pel Qrder.l

In accordance with the FNPRM instrudioDS, this pIadiDs is structured in the same order

u the FNPRM, inchKting its heading and wociared numbering.

1 F«ltJml-$late JointBoardon Universal $ervics, CCD<daNo. 96-4S,1.eport md Onkr, PCC
97-157 (releued May 8, 1997).

JDiIiIl CiI,.""ciNevIdIBell. PICi1ic Ben.
laid Scudrw =_ll1D. Bell Tdcphnoe Ccm:rp6ny
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m. Medell..Perward-LooIdIll EcouDdc Colt

C. pJatfonnDesign Components aDd InputV~ pIlL 39

3. SwitdUng, para 121.

a. Mix orBost, StIDd-Alone. and lUmote Switches.. para. 121.

In JWI8fIPb 121 of the FNPRM, the Commiuion ex:preued its CODCem that Mither the

Bendrmark Colt ProxyModel ("BCPM") nor the Hatfiekt model diltiDauilbea aIDOIII types of

IWitcheI (stand-alo~ holt, remote). Based solely upoa III obI«vatiOIl gleued ftom inc:aunhent

LEe 1996 deprecWion filiDp. the Commission appears to have ta1tIUve1y contIucIed that

remote switches are more cost-effective than hosts or 1tIn(f.~ and is requeItina input to

develop an alaorithm for inclusion in the eventual cost proxy model. There is DO basis for t1UIt

teotative conclulion given the premise ofthis proceeding.

Tbia premise that remote switches are more cost effective is bued on that review oCtile

1996 deprecWion f:i1iDgs - more specifically, the "Location LiRing" from~ tiliDp. GMm

the limited purpose and scope of that data IOUI'te,:z to use the "Location I..istinir iafbrmldOll for

:z The Common CarrierBureau directs the devdopmeDt IDd diIIribution oltbe Deprecia1ion
Study Guide ("DSG"). Tbia document sets the pideliDea UHd by iDaabent I...ECa to pnpn a
depreciation study. In accordance with the DSG, the "LocationJ....,. is amandated exbibit for
the awitd1ing (Electro-MecbanicaI, Electronic Analo& and liIectroaic Digital). Operator S}'ItaIII.
aDd mainftame Computers accounts. TheFederal Communic8tioDl Commiaion DepndatioIl Study
Guide 1996, August 1995, Section P, P-6, para. 3. The data included on the "Location Listing"
include the location name, type of office, number of unit&, number ofequ.ipped~ ,.. placed,
investment, life apan as of the study~ the final retitemeat date, ancllife weiabts. The conteIU
of this list is inteDded for use in the ca1cu11tion of the averap yur of tiDal retiremeat \ AYFll").
The AYFll is U1 cuential input to the 6fe estimate COmputatiODl for Iarp unit ICCQImta IUCb u
those listed above.

JDitiIl ee........«Nevada Bell. PICi6c: Bell.
IDd SouIh'M:*mBell Telcpbcar Company

CC Doobtlb. 96-4S ... '¥I.IQ)
ADpa8.1997
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my JNfPOIC otber than life calculations is queatiooab1c. but (WtaiRly does not juItify or support

ICcondudrmsl that the host-remote arrangemem is more COIt-6ctive in many cases thin

omployiDa Itaod-alone switches." FNPRM. para. 122. For~ the "LocationL-istiDrf

does not daipate which o1!ices are hosta and which are 1Itmd-al0Del. Simply p.Jt, fNfIlY DOn­

remote switching~n is not a host switch. AccordinalY. it is iqJoaib1e to calcu1IIte with

any aecuraey a relationship ofhost-to-rcmote switchea from the lCJ..ocation Listing." ODe limply

carmot UIe tbia source to derive assumptions about the relative COltS or I!lfticiclDcies becween

holtS aad remotes.

Drawing the tcDtat:ive conclusion fi'om the limited data. is more fimd8lQClltaDy fJawed in

that the data is based upon the actual experience and networks ofthose inQunbem: LEC.. In

deciding whether to deploy a Itand-alone, ahost, or a ranote, a number ofvariables that wen

specific to the factual partiaJ1ars are evaluated and weighed. Tb.eIIe variables include, but are DOt

limited to, In uWysis offCfirst costs;,,3 the current network: arcbitecture (e.g., type ofswitdl,

interoffice facilities); the cost ofinstallation. maintenance and upgrades to accommodate a

hostIremote arcbitecture; the costs and impacts ofgrowth in the host and remote locatioas; and

other fIctual and technical considerations and judgments. In some~ decisioDa lie made

at the <>Met to accommodate known dynamics ofthe particular eavirOlllllflllt, including

increuiDg customer IOJ)biltication and WJe ofthe network and the rapid evolution ofteclrDology.

Each oftbese variables, any one ofwhich can be critical to the final detemUDation, are hued

3 Defined II aD. of the cxpeues and costs to install a new switch, which would iadlade the
~ eoAww:re IiceaIes. WDdor and intetna1~ insztDetion,modificatioos to pow«' pbInt
aDd~ and truDking.

IDitiIl 0 tliBtllll~BeU. PIOi&c Bdl•
• Sou1bweMlen1 BeD. TdepboDe Compmy



---_._.._--------

- AUG 8'97 13:11 FR LEGAL 314 331 9743 314 331 9743 TO GRAMBOW

4

upon the ICtUal network: deployed by incmnbent LEe, and DOt UpoD IOIDe bypothetical, atytized

fundamentally inconsisteDt with the stated objective of tbiJ~8

But eval with ahypothetical network, those variabl. are too complex and too 1ocItion­

apecifi.c to be reduced to an algorithm. The models tend too~ the deciIioD-maJdDg

proceu, relying most on an assessment oftbe per-line coati usociated with each aJtemative.

The models do not assess the impacts of cmtomer demand andaro~ interot1ke iqlfatioDs,

capacity restrictions and maintenance and upgrade coltS.

To take capacity restrictions u an example, this ana may be ovenimpti6ed or otherwise

not .tW1y appreciated. The capacity 01 the host limits the agnpte capacity ofita nIDOte(l). For

a:amplc, ifa bolt has a 50,000 line capacity, then its five remotes have in the agrepte a

capacity of50,000 no matter that each individualllllDOte bu a 20,000 JiDe capacity. ODe caDQOt

expand the holt capacity by connecting another remote. Tbaetbre. the limiting capacity of.

bolt switch is in jeopardy as more remotes are tethered to it. ApiD, iDaeasiDa CUItomer \DIP

IDd algorithms invalid.

Marketing lItrategies by the switch yeadon also exacab8te the analysis. Often times the

initial required investments are minimized 80 that the vendor can get itJ foot into the door - in

cuenca. you get adeal on the razor so that they can selly~ the blades. OngoiDa ~1lI1Dd

related upgrades can be c:xtremely expensive aDd mitipte the initial discouuts. Sudl variIbJc,s

cannot accurate1y be accounted for in a static algorithm, much leu in a proxy eDvirooment

IniIiI1 Cc iOW " af'Nev.daBell.PICi1ic Bell.
IDd Socdhw ulimA Bc:l1t~ Company
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premised OIl fictitious networb.

d. Percent ofSwitch Assiped to Port and to Pr<Msion oft.1DMnal
Service, para. 133

The sac LEes agree with the tentative condusiODS reached in pat"I8r8ph 137 ottbe

FNPRM. All ofthe port coats mould be assigned to univenallelVice. The usage 00ItI1bould

be assigned to UDiversa1 service based on the pen:ia1taBe oflOCll uaae to total usaae. However~

this usage should be baaed on actual usage, and not the usap a model "predictt" on the network,

u recomme:Ddcd by the Commission. Forecasted or predicted data may not accurately depict

acbaallocal switch uage. Typically, for Southwestern Bell TelepboDe Company ("SWBT'),

local usage ranges from 700.10 to 800.10 ofthe total uaagc.'

The Commission correctly rejected the U8'unpUous used by the BCPM and die Batfteld

model rcprdiDg the perccnta&e of switch investment that is UIOCiIted with the port. Neither

model accurately reflect the actual port costs that inaunbent LECa incur for conaet1ing the

customer to the local switch. Both mode1s assume an avenge level ofport costa - Hatfield

UIlJme8 30 perceat of the switching costs; BCPM aSlips aperalDtIae ofswitdDng COllI baled

on the OEM fietor. Such an assumption is too simplistic in tbIt ICtUIl port costa may VII')'

significantly among wiR centers depending on the switcl1 type IIDd ma.dicturec. AdcJitioMIIy,

P.09/17

the number ofliDea served by the switch can sigDificantly iJnpect the percentage ofswitcbina

COlts that arc UIOCiIted with the port. For any proxy model to accurately depict 10Ql switching

costs, it would have to iDclude input variables for switch type and lines served. The model

, Arkan_ 69%; Kansas. 73%; Missouri, 80%;Oldl~ 16'.4; Texu, 80%.

IDiIW CGIIIIIIIlI~Nt'wdaBell. Picific Bell.
a Soulbw r.sr Bd1 Td.epboDc CClIDpany

ccDocbt Nos. SI6-tS.& 97.160
AJItpIj 8, 1997
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would a1Io Deed to allow the user the capability to moditY tbeIe variables on a wire CSJter or

I~- '6 t.._-=_IU'OIIIoIUlI"lpClCI_c DUm.

P.ll:V17

Since uni:venIl service support will be tarleted to geopapbie areas thIt are mach tmlJIer

than study areas (wire centa'I, Census Block Groups), it is lJDI'euoDIb1e to 18lIUIIle.broId

averIF for determining port costa. The Commission sugests that it may use iDCormItioIl filed

in respoDie to its Aqteu Cbaxp Reform proceeding for detenniDiDg port costs. In their

retpODIeI, however, incumbeat LEes wiD not tile rateI forsmaIl8~areas. The nates

filed wilt be ca1aJ1ated on a ltUdy area basis or a per-eompany basil. Comequeady, the

mtbrmation filed by LECs in response to the AGGGII CbmJe Rofimn Ordrc' to detamiDB the

pc:rcetttage ofinvestment allocated to the port function may not prO'lide detIiI tbIt is tUfIicieGt to

correctly target UDiversal service support. There is not a siagle percentage that can reuoaably

depict port COD for all switches deployed by LEes since, u stated, port costs will typically vary

by switch type, IDllIJUfacturer and the number of lines served.

. The Commislion asked for eoD1DlOlJtS on whether it IbouId UDdertake adetailed

what portion ofthe switch equipment are usocialed with the port function. The Comrniaion

abo ICCks comments on alternative data sources that are available for estimDns current

switcbiDg cost. FNPRM, para. 136. There is DO need for the CommiuioD to CODduet IUd! a

study. LECI currendy have cost models which can be uaed to calculate tb8 percentaae ofport

5 A«ftS Charge &/onn, PriCB Cap P~rf011lllJ1lU RIv1#wfor IACtl1~ CDtri11'8,
T~ RaIiB Structur, andPricing, End User Common LiM Chargut CC Docbt NoI. 96-262,
94-1,95-72, FlTItRc;port and Ordlt FCC 97·1S8 (rdeuedMay 16,1997).

JaiIial eae-1M!!IItlr clN8vwda BdJ. Pacific Bell.
aDd SaudI. I 'Ail Bd1 Tdf:phcme~
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COltS for switcbeI cummt1y beiDa deployed by LECs u well u other IWitching costs iacurred by

LBCa. SWBT U8e8 data poerated by Be1lcore's SwitcbiDg Cost Information System \SCSi

to determine actual port cost percentages. These percent... could be provided to the

CommiIIion on awire-caJta' specific basis. AIl alternative toUI'CC for awitcbiDa cotta is that the

Commiaaion could UJe the actual awitcbiDa inveetmeatl cumatly on the lBCs boob. If

necelary, these iDvesanenta could be restated to n:8ect curreat costa.

4. Interoffice Trun1dng, Sigaaling, and Local TmdeIn 1lmstmeDt, para. 139

The SBC LEes agree that "interoffice tnmkina,. sipating. IDd local taQdem 6dIidea II'e

an integral part ofthe netWork necessary to provide the supported services" BDd the Idectecl

med\lnism IbouJd aalculate 88IIOdated costa. FNPRM, para. 141. The ComuUllion cODdnelM

that the Hatfield algorithm employs a platform design that is at an ad.-elevel ofspecificity

and aeeb comment on this conclusion.

Although interoftice trLlnkins, signaling, and local tandem tic:i1itieIlR not the most

significant. portion ofuniversal service costs, the SBC LECt have Hrious concema with tho

methodology and inputs employed in the Hatfie1cl model because it mbstaatilUy~js ..1tee

8WBT'8 actual traDSpOrt costa. The transport and tandem awitddDa COlts :trom SWBT'IBCIUIl

coet study II'e approximately $211 million. The comparable amount a-nted by the HttfieJd

Model3.l is approximately 5100 million.

The SBC LEes have performed extensiw analysis oltheHatfield model aDd iaputa, IDd

CODduded that ita calculation oftandem switching COtItI are iDappropriate and inadequate. The

Hat:6eld model begins with the tandem JWitch locations u they cum.ady exist in incumbent

P.l1/17

InitUIl 0''''«0 ~NevIcIaBeD,. PICi1ie Bell.
_~BeD TelepboDeCampmy

cc Docket Nos. 96-45 -.I 97·160
~I" 1997
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LEe networks. Trunkial diItanceI are cakWted dcpeQdeat upon the location ofthole~

again as they exiIt. The model then appJiea aD algorithm that reduces t.tem IWitdDna c:apICity

bued on Stlte-wide usage levels. The rCllUhant Detworlc desip and cost estimI&e8 ..0

nonseaaicat.

First, the algorithm ignores legal and regulatory requjra:Dents mel rmit:ationa. UDder

Hatfield Model 4.0, a tandem switch is assumed to performboth local and ton tandem ibnctiou.

with • percemaae ofits COlts being assigned to universal service for the local ftmcQona. Based

upon theHdeld algorithm, SWBT needsjUit S.S tandem IWitcheI to serve SWBT.

approximate 8,700,OOO~OOO access linea acrotII the 16 Texas local area and traDIpOrt ...

\LATAa"). However, the SBC LECs cannot legally use a single taDdem to .-ve IfIIJltipk

LATAI, but 1IB1It instead place at least one tandem in eachLATA. In other words. SWBT tIIJIt

have at least 16 tandem mtches in Teas. The result ofthe Hatfield model is a Teos IICltWOrk

that cannot provide intraLATA ton or exchange access for molt orthe State' Such a network

might not even be eligible for support given that access to iJltereEcbange I«Yice is part of the

ConmUsioD'8 universal service definition. ArIy model that &ill to take into aCCOQDt Iepl and

resn1atmy requirements md limitations is • B unreuoDlbJe tad DBIIt be rt;ected

Bven ifSWBT could lega11yuae only 5.5 tandems (whateva' a.5 taDdemis) to Iel'Wthe

16 Tex:aa LATAs and assuming that those S.S tandems bad sufticienl capacity to provide

originating and terminating interstate and intrastate access, intraLATA toll service, IDd local

tandem imctions for all 16 LATAs, the Hatfield model only COIJJPOO11da its COlt \llJdenwtimAte

by &i1ina to indude AD! additional trunking to re-route traffic to those fewer taDdem 1WitcbeI.

P.12/17

JDitiIl O:na w·uNewdaBoU. Pcit1cBell.
_ SocatttwaItmBoll TdephoDe: Ct:mpatly

CCDocbtNat. 96-45 tIId 9'7-160
AapIt 8. 1997
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Recall that the Hatfield model's UUDking costS were based upon wIaere tboIe tandems now aaide

- obviouaty ifa tandem is eliminated or moved, additional coats are iDcurred to traDIpOI't traftic

to the DeW' "servin&" tandem. Neither the a1goritbm in partiaJIar nor the Hatfield model in

geoenl account for these additional costa. In essencet the algorithm juIt ipores the c:oastrIiaa

already placed withinHadiad model.

SOurHWES'IEllN BElL TELBPHONB
COMPANY

Its Attomeys

PACIFIC BElL
NEVADABBLL

I:TJ!~-
140 New Montaomtl'Y Street
Room 1523
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(415) 542·7657
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P.13/17
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